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MOZAMBIQUE - Key Economic Indicators 


All values in Million US$ 
unless otherwise stated 


INCOME, INVESTMENT & PRODUCTION 


GNP, at current prices (a) 


Per capita, GNP at current prices (b) 


Value of bldgs. completed (c) 
Capital, newly formed companies 


FINANCE 


Money supply 
Currency notes in circulation 
(Nov 30) 

Commercial bank loans outstanding 

Public debt outstanding 

Demand deposits 

Interest rate: BM (Central Bank) 
prime rate 

: Commercial Banks 

- 180 days (average) 
- over 180 days (") 


PRICE INDICES 


Maputo-Consumer price index 
(1956/57=100)(on Dec. 31) 


Maputo-wholesale price index 
(1968=100)(on Dec. 31) 


BALANCE OF PAYMENTS & TRADE 


Gold and exchange reserves (Nov.30) 
Balance of payments (+ or -) 
Trade deficit 
Exports F.0.B. 
US share of exports 
Imports C.1.F. 
US share of imports 


Exchange rate: US$1.00=30 Moz. Esc. 
(Conventional) 


A B C D E 
Change Rate of Growth 
1974 1975 1976 y or Oeclina 


702.2 843.8 


227.9 261.5 
789.1 990.5 
na. N.a. 
481.4 568.0 


5.75% 5.75% 


8.5% 8.5% 
102 10% 


10. 84 124.3 +48.0 4292.7 
-23.1 -28.6-150.3 +424.5 +223.0 
139.4 180.8 151.1* 

252.0 168.3 150.8 -10.4 “2.4 

10.6% 13.8% 23.7% 

391.4 349.1 301.9* -13.5 -7.1 
5.9% 5.5% 4.3% 


* Excluding Military Imports and Foreign Aid 





Page 3 


MAIN IMPORTS FROM US in 1976 (in US$1,000): Wheat (2,226); airplanes and 
parts (905); radio and telecommunication equipment (703); air conditioners 
refrigerators and temperature control equipment (607); internal combustion 
engines and parts (332); motors and generators (294); cargo lifts, forklift 
trucks and parts (223); pharmaceutical products (204); powdered milk (154); 
lubricating oil (122); agricultural machinery (103); automotive equipment 
(65); tractors (61); pumps and parts (58); food preparations, non-specified 
(49); excavators ,graders and parts (43); desinfectants, fungicides, herbi- 
cides, etc. (40); parts for railway rolling stock (37); and baby foods (36). 


SOURCES: Mozambique Government publications: Boletim Mensal de Estatistica 
(1973/75); Boletim da Republica (sundry issues of 1975/77); MO- 
CAMBIQUE INDICADORES ECONOMICOS, Vol 3, No. 2, 1977 (Bank of Mo- 
zamb ique ) 


FOOTNOTES: 


(a) For 1972 - $2,008.3 million 

(b) For 1972 - $233.56 . UN Maputo reports GNP at current prices 
(c) 

(d) 


for 1977 "well under $200.00 (per capita)" 
For 1973 - $55.9 million 
Includes Cabora Bassa Hydroelectric, whichaccounts for $310 million 





SUMMARY : 


The Mozambique economy continued at depressed levels in 1976-77. 
Available economic indicators show stagnation or decline, though some 
recovery appears to have been made during the second half of 1977. 

The outlook for 1977-78 is mixed, since the shortage of skilled person- 
nel and a serious trade deficit will continue. However, agricultural 
and industrial production should show small increases. 


Prospects for American firms are improving, especially for joint ven- 
tures with the Government in fishing, agriculture and minerals exploita- 
tion. There is increased interest in Mozambique in American capital 
and technology. END SUMMARY. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Mozambique economy may have "bottomed out" during 1976 and early 
1977. It will take years for agricultural and industrial production 
to regain pre-independence levels, but the decline in these sectors 
appears to have been arrested. Economic directives of the Third Fre- 
limo Party Congress in February 1977 provide some structure and priori- 
ties to the Government's economic program, which emphasizes state-run 
enterprises. 


A deteriorating balance of payments situation and a serious lack of 
trained personnel are the biggest impediments to Mozambique's recovery. 

A settlement in Rhodesia would enable Mozambique to devote more resources 
to economic development and would be a stimulus to the key transporta- 
tion sector. The Government has been cautious in making major pur- 
chases which require long-term debt, and the Central Bank is assuming 
increasing importance in all international financial arrangements. 


BALANCE OF PAYMENTS 


Estimates by the Bank of Mozambique indicate that a serious balance of 
payments deficit is nearly certain for the years 1977-80. Official 
estimates put the deficit for 1976 at over $150 million, more than five 
times the 1975 deficit. Projections for 1977 indicate the balance of 
payments situation is deteriorating still further, with a deficit as 
high as $280 million forecast. 


Causes of the situation are: (1) low exports of agricultural products 
previously produced largely by expatriates; (2) high imports of food, raw 
materials and machinery necessary to revive major industries; (3) redu- 
ced revenue from the transit trade due to Rhodesia sanctions; and (4) 
increased capital outflow due to the transfer privileges granted expa- 





triates working in Mozambique. 


According to an October 1977 estimate of the United Nations, the trade 
or merchandise account, which has always been in deficit for Mozambique, 
showed a negative balance of an estimated-$250 million for 1976, while 
another $50 million was lost in capital transfers. The surplus from 
the "Invisibles" account in 1976 was about $150 million, essentially 
unchanged from 1975, but badly offset by the soaring trade deficit. 


TRADE 


During 1976, the United States nearly equalled Portugal as the largest 
purchaser of Mozambique exports. At the same time, imports of Ameri- 
can products fell. Mozambique's overall trade deficit, however, 
amounted to an estimated $249 million in 1976, one-third more than in 
1975. 


Both commodity exports and imports continued to drop in 1976. The 1977 
trade balance will be even less favorable, as more food, spare parts and 
machinery must be imported to meet basic human and industrial needs. 


In 1976, South Africa was the principal supplier (15.3%), followed by 

West Germany (12.7%), Portugal (9.4%), France (6.6%), Japan (6.2%), the 
United Kingdom (6.1%), Iraq (5.9%) and Saudi Arabia (4.6%). The Ameri- 
can share dropped to 4.3%, while Soviet bloc countries together supplied 
3.8% of Mozambique imports. It is likely that during 1977, South Africa's 
relative share increased, as Pretoria continues to be the chief supplier 
of imported goods, despite political differences. 


1976 figures show that leading purchasers of Mozambique exports were: 
Portugal (25%), the United States (23.7%), South Africa (7.7.%), Japan 
(5.5%), andthe United Kingdom (5.2%). 


The American relative share of exports increased, because of continued 
purchase of sugar and cashews. Prospects for American exports should 
improve in 1978, with major sales of roadbuilding and railway equipment 
good possibilities. 


FINANCE 


On November 30, 1976, the bank of Mozambique claimed gold and foreign 
currency reserves of $124 million, $40 million more than the previous 
year. Major contributors to the country's earnings are: commodity 
exports, port and railway receipts, remittances from mine workers in 
South Africa and foreign aid. 
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Substantial profits, estimated over $100 million annually for 1976 

and 1977, accrued from gold sales on the open market. These transac- 
tions, which are not reflected in Mozambique's regular balance of pay- 
ments statistics, result from a pre-independence agreement between 

South Africa and Mozambique. South Africa remits a portion of Mozam- 
bique miners' salaries in gold at the official price, which Mozambique 
can resell at the higher world price. The future of this arrangement 
after December, 1977, is problematical. The likely reduction of foreign 
exchange earnings from this source will be a severe blow to the Mozambi- 
can economy. Even if the premium payments continue, the diminishing 
number of mine workers means a smaller total. 


Continuing trade deficits seriously jeopardize the foreign exchange re- 
serves. The Government centralized all foreign exchange dealings in 
the Bank of Mozambique in late 1977, and anticipates that tighter con- 
trol will be exercised. 


Mozambique's money supply increased during 1976 to $843.8 million at 
year end, a 20 percent increase over December, 1975. Demand deposits 
rose to $568 million, also up 20.8 percent. Commercial banks are 
facing the possibility of an excess of liquidity. Reliable borrowers 
are few because of the departure of many traditional customers and the 
establishment of para-statal enterprises in numerous commercial sectors. 


No details are available on Mozambique's external debt or its terms of 
Settlement. 


AGRICULTURE 


another poor , L . : 
1976 was year for Mozambique agriculture. The fragile agri- 


cultural economy was devastated by the exodus of Portuguese farmers, 
lack of transportation and storage facilities, damage from natural calam- 
ities and the low world price for sugar. 


Production of cashews and cotton dropped dramatically in 1975 and 1976 
although rising world prices compensated some of the loss. Preliminary 
figures for 1977 show a modest recovery in the cashew and cotton sectors. 
Production of sugar, Mozambique's third major export, held steady, but 
the world price fell in 1976. While expansion of the sugar industry is 
under way, increased output will not be attained until the 1978 harvest. 
1976 earnings from commodity exports (with 1974 and 1975 figures in 
parentheses) were: Cashews and derivatives,$39 million ($54 and $42 
million); Sugar and molasses, $20 million ($55 and $34 million); Cotton 
and derivatives, $19 million ($31 and $16 million); Timber and forest 
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products exports fell from $12.5 to $6.4 million. Shrimps and mollusks 
at $12.6 million registered a small increase over 1975, as did coconuts 
and copra at $11.6 million and tea at $6.7 million. Only a strong 
finish to the current crop year will permit 1977 exports of these seven 
leading commodities to equal the depressed 1975-76 levels. 


Imports of farm and animal products (including fish and meat) in 1975 
totalled $88 million, $24 million more than 1974. These accounted for 
25 percent of Mozambique's aggregate imports. 1976 and 1977 declines 
in domestic production called for even larger imports, as traditional 
staples such as corn, rice and peanuts were in very short supply. 


The outlook for 1977-78 is for continued dependence on foreign donations 
and imports of wheat, corn, rice, peanuts, milk and dairy products, meat, 
potatoes, onions, etc. For instance, Mozambique is likely to produce 
less than 10 percent of its annual 120,000-ton consumption of wheat in 
1978. However, improved organization and planning should boost agri- 
cultural production in the coming years. An achievable goal of match- 
ing 1973 production levels by 1980 has been set, and $45 million is 
earmarked for Agriculture in the 1976-77 development budget. 





INDUSTRIAL PRODUCTION 


No statistics are available for 1976 or 1977, but little or no improve- 

ment has been shown from the declining production levels of 1975. The 

exodus of managers and technicians, which left numerous industries with- 
out direction in 1975 and 1976, has continued. The Government-designa- 
ted Administrative Committees now managing many factories suffered from 

inexperience and initial disorganization. The supply of imported spare 
parts and raw materials which during 1975 and 1976 was a severe problem 

for private industry, appears to have improved, though again no figures 

are available. 


Genuine efforts toward recovery are expected in 1978. The Government has 
facilitated the employment of Portuguese and other foreign managerial 

and technical personnel, and has put more emphasis on worker productivity. 
It is not clear to what extent the higher priority given the industrial 
sector will actually increase production. 


A tire factory, partly owned by General Tire, will open in 1978. It 
will be the largest American enterprise in Mozambique and the first major 
industrial plant completed since independence. 


CIVIL CONSTRUCTION 


Civil construction came to a standstill with the departure of Portuguese 
settlers and the 1976 expropriation of rental property. In 1976 and 

1977 efforts were made to complete a number of major building projects 
begun before independence, such as office buildings and the Massingir 

and Cabora Bassa Dams, and to cope with maintenance and repair of existing 
properties. 


In late 1977, the Mozambique Government created COTOP, a state enterprise 
responsible for highway and bridge construction and dealings with foreign 
construction and engineering firms. Increased activity in this sector 

is likely in 1978, especially for public works such as roads, ports and 
water projects. 


TOURISM 


Tourism played little role in the Mozambique economy in 1976. Receipts 
from the tourist trade amounted to $6.6 million in 1975, but this was 

more than offset by currency transfers of $39.2 million paid to departing 
expatriates, principally Portuguese. The Government is studying ways to 
increase tourism, but mutual political antagonism precludes attracting 
tourists from traditional markets in Rhodesia and South Africa in the near 





future. 


TRANSPORTATION 


Both port and railway traffic in Mozambique declined in 1976 due to the 
internal and international situation. The March 1976, closure of the 
border with Rhodesia reduced port activity in Beira and to some extent 
Maputo. Total cargo handled at Mozambique's ports (Maputo, Beira, Na- 
cala and Quelimane) reached 11.8 million tons, a 20 percent drop from 

the 1975 level and down over 35 percent from 1973. Maputo handled 9.2 
million tons of cargo in 1976, a decline of 16 percent from 1975. 

Beira handled a reported 1.9 million tons, a 36 percent decline, and Na- 
cala, Mozambique's third major port, registered 600,000 tons, a drop of 
22 percent from 1975. 


The railroad connecting Maputo to the Rhodesian border has been repeat- 
edly attacked by Rhodesian forces, and other lines have suffered from 
maintenance and operations problems. One of Maputo wharf's ore tip- 
plers was out of commission for five months because of a rail accident. 


South African exporters have continued to take advantage of the rail 
connection to the port of Maputo, and it is expected that 1977 port fig- 
ures will show a slight improvement over 1976. The Port and Railway 
Administration is making vigorous efforts to train personnel, and labor 
productivity in this sector appears to be improving. Cuban and other 
foreign technicians have been replacing some of the departing Portuguese. 


Mozambique Airways (DETA) continued to operate with four Boeing 737's 

and three Fokker Friednship aircraft, supplemented in 1977 by the lease of 
707's from Sabena. New figures are not available, but DETA undoubtedly 
improved on the 7.8 million kilometers flown and 50 percent passenger 

load factor of 1975. DETA decided against purchase of long-range air- 
craft, and will continue to lease 707's for Maputo-Lisbon service, which 
is perpetually crowded with emigrants and vacation travellers. Maputo- 
Rome flights, in cooperation with Alitalia,began in December 1977. 


The Government-owned intercity bus and truck lines suffered continued 
declines in volume and service in 1976-77. Lack of maintenance and spare 
parts, inexperienced personnel and poor road conditions persisted through 
1977. Reorganization of the bus lines and accelerated road building in 
the North gives some hope of improvement in 1978. 





COMMERCIAL ACTIVITY 


Major disruptions and dislocations remain in internal trade. Import 
restrictions, departure of the most active sector of the consumer popu- 
lation, breakdowns in transportation and distribution networks, little 
use of credit, and the general decline in production all contributed to 
reducedtrade, closed retail stores and shortages of consumer goods. 

The 1975 index for gross commercial sales in Maputo, accounting for 
nearly two-thirds of Mozambique's annual aggregate sales, showed a 46 
percent decline in the sale of housewares and a 34 percent drop in 
agricultural and industrial machinery from 1974 levels. The only items 
to show increases were shoes (34%) and men's clothing (2%). Grocery 
volume remained nearly constant. No more recent statistics are available. 


During 1976 and 1977, over two-hundred "people's stores" were opened in 
cities throughout the country, to sell groceries and general consumer 
items. In mid-1977, ENACOMO, (for basic commodities) and ENACOMOTEX 
(for textiles) were established as state agencies to effect supply and 
distribution of these items. The Government has also encouraged the 
establishment of consumer cooperatives to meet everyday needs of urban 
population. It is too early to judge the success of these endeavors. 
They seem to provide fairer distribution of goods and prevent black 
markets, but have had little effect on the overall shortage of goods. 


MINING AND MINERALS 


In 1975, coal production reached 575,000 tons, according to official 
figures, a 35 percent increase over 1974. However, disasters interrupted 
mining at the Moatize mine in 1976 and again in 1977, when about 160 
miners and nine expatriate technicians were killed in an explosion and 
subsequent riot by miners. Production of bauxite, lime, and granite and 
stone quarrying appear to have declined in 1975-76. 


Once back in operation, Moatize is expected to continue to increase coal 
Output, with Japan and North Korea purchasing most of the production. 

The 1976-77 development budget allocated $4 million for coal and iron ore 
exploration and other mining services, but progress has been slowed be- 
cause some of the minerals are near the potentially dangerous areas along 
the border with Rhodesia. The Minister of Industry and Commerce has 
welcomed the interest of American firms in this sector. 





LABOR 


The Government of Mozambique keeps no statistics on the labor force or 
employment. However, a 1976 United Nations study of a few sectors of 
the economy, including construction, transportation and ports, light 
industry and other major employers, estimated a 40 percent reduction in 
these sectors compared to 1973. It is unlikely that the situation im- 
proved during 1977. 


While there is high unemployment among unskilled workers, there remains 
a serious shortage of skilled and white collar personnel. Educated 
men and women with Mozambican nationality are highly sought for both 
Government and private employment. In response to this structural 
imbalance, strict laws regulate firing and changing jobs. Professional 
and technical employees working for the Government cannot take another 
job, even if it means better pay or conditions, without permission of 
the Ministry of Labor. On the other hand, it is nearly impossible to 
eliminate surplus employees, because of compensation and job security 
laws protecting workers. 


The productivity of labor seems to have shown improvement as a result 

of workers' dynamizing groups, production councils and a public relations 
campaign to eliminate laziness and corruption. In 1977, the Government 
expanded the work week about 16 percent to 42-44 hours per week, although 
several hours per week are still devoted to political meetings and in- 
service training. 


The number of Mozambique mine workers employed in South Africa has con- 
tinued to decline. In 1974-1975, over 110,000 workers were recruited for 
18-month contracts. By early 1977 only 32,000 were reported working in 
the mines. The number is expected to remain at 30,000-40,000 for the 
next year. 


IMPLICATIONS FOR THE UNITED STATES 


The most important change for American trade and investment during 1977 
has been markedly-improved attitude of the Mozambique Government toward 
economic relations with the United States. American goods or invest- 
ments which fit the development plans of the Government will be welcomed, 
and the April 1977 investment law provides for remittance of profits 

and offers security from nationalization for those active firms willing 
to enter joint ventures with or fulfill the production priorities of the 
Government. 


A depressed economy and tight import and foreign currency restrictions 
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will be an obstacle to increased American exports of general merchandise. 
Red tape, slow visa issuance, and absence of a private legal profession 
are also impediments to doing business in Mozambique,although the 
bureaucracy is gradually becoming more experienced and reliable. 


American business may find markets in 1978 for the supply of food, medi- 
cal and scientific supplies, agricultural equipment and services, and 
industrial and transportation machinery. Specific opportunities con- 
nected with fishing joint ventures, telecommunications equipment, rail 
engines and agricultural and mining investment are expected during the 
coming year. 


In view of changing economic conditions, the Embassy continues to re- 
commend that all business transactions with Mozambican firms be conduc- 
ted on the basis of irrevocable letters of credit or other means of 
assured payment. 





